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1 . WE BELIEVE STUDY ON COMPENSATION ARRANGEMENTS TO BE 
REMARKABLY THOROUGH AND BALANCED ANALYSIS. EFFORT IS ALL 
THE MORE ADMIRABLE GIVEN SKETCHINESS OF HARD INFORMATION 
ON CA'S. 

2. WE WOULD OFFER ONLY FEW COMMENTS ABOUT RELATIVE MERITS 
OF CA S AS OPPOSED TO JOINT VENTURES, ROLE OF COOPERATION 

IN CURRENT ROMANIAN TRADE, ACCESS TO CEMA MARKETS THROUGH 
CA S AS WELL AS LOCAL PERSPECTIVE ON MULTILATERALISM. 

A. CA'S VS. JOINT VENTURES. WE ARE DUBIOUS THAT 
JOINT VENTURE ON TERMS LIKELY TO BE AVAILABLE IN EE WILL BE 
REGARDED BY MAJORITY OF U.S. COMPANIES AS MORE SATISFACTORY 
VEHICLE FOR COOPERATION THAN CA (PAGE III 9). GIVEN EE'S 
UNWILLINGNESS (EXCLUDING POLAND) TO GRANT MAJORITY INTEREST 
TO WESTERN PARTNER, DEGREE OF WESTERN CONTROL IN JOINT VENTURE 
IS QUITE LIMITED AND FREQUENTLY, AS IN CASE OF GM NEGOTIATIONS 
HERE, IS REGARDED BY POTENTIAL WESTERN PARTNER AS INADEQUATE 
INCENTIVE TO JUSTIFY CAPITAL OUTLAY. WE WOULD AGREE THAT THERE 
IS SOME GREATER ABILITY OF FOREIGN PARTNER IN JOINT VENTURE TO 
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INFLUENCE USES OF TECHNOLOGY IT HAS PROVIDED (III- 13) BUT THINK 
WESTERN FIRM CAN EXERCISE THROUGH TERMS OF ITS MARKETING CONTRACT 
REASONABLY EFFECTIVE CONTROL OVER QUANTIFY, QUALITY, AND PRICE 
OF COMPENSATION PRODUCTS (S-6). THESE CONCLUSIONS TEND TO BE 
SUBSTANTIATED BY ROMANIAN EXPERIENCE WHERE, DESPITE STRONG ROMANIAN 
ENCOURAGEMENT, ONLY SEVEN JOINT VENTURES HAVE BEEN NEGOTIATED SINCE 
1971. 
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B. SHARE OF CA S IN TRADE. MFT INFORMED US LAST WEEK THAT 20 
PERCENT OF TOTAL ROMANIAN TURNOVER IN 1976 RESULTED FROM COOPERATION. 
SHARE IN U.S. -ROMANIAN TRADE WAS, HOWEVER, ONLY 3-4 PERCENT, WHICH 
WOULD, OF COURSE, TRANSLATE INTO MUCH HIGHER PERCENTAGE OF U.S. 

PLANT AND EQUIPMENT EXPORTS SINCE THESE SUCH SMALL PART OF TOTAL 

(15 PERCENT OF TOTAL IN FIRST TEN MONTHS OF 1976.) 

C. ACCESS TO CEMA MARKETS. WHILE CONTRACTS TYPICALLY PROVIDE 
THAT EE PARTNER WILL UNDERTAKE MARKETING WITHIN CEMA, THIS DIVISION 

OF RESPONSIBILITY HAS APPEARED MORE WORKABLE ON PAPER THAN IN PRACTICE. 

FIVE-YEAR AND ANNUAL TRADE PROTOCOLS TEND TO FREEZE CATEGORIES OF GOODS 

EXCHANGED BETWEEN CEMA MEMBERS. MOREOVER, WHEN CA ENTAILS HARD 
CURRENCY OUTLAY ROMANIA WILL INSIST ON RECOVERING THAT EXPENDITURE 
IN ITS TRADE WITH ITS CEMA PARTNERS, WHOM WE HAVE HEARD, SOMETIMES 
REJOIN THAT THEY WOULD PREFER TO PAY SOMEWHAT MORE AND GO 
DIRECTLY TO SOURCE IF HARD CURRENCY INVOLVED. ROMANIAN DIFFICULTY 
IN EFFECTING SALES OF ROMCONTROLDATA PRODUCTS WITHIN CEMA AND CLARK 
EQUIPMENT'S GYRATIONS IN SEEKING TO FACILITATE EXCHANGE OF ITS AXLES 
(MANUFACTURED IN POLAND) FOR ITS TRANSMISSIONS (TO BE PRODUCED IN 
ROMANIA UNDER LICENSE) ARE ILLUSTRATIONS OF PITFALLS IN INTRA-CEMA 
TRADE IN COOPERATION GOODS. IN SIMILAR CATEGORY OF LOGICAL AND 
APPEALING MYTHS IS STILL-TO-BE REALIZED ACCESS TO PRC MARKET THROUGH 
ROMANIA (III-3). 

D. MULTILATERALISM VS. BILATERALISM. OVER MEDIUM TERM THERE HAS 
BEEN, AS STUDY CORRECTLY POINTS OUT, SHIFT TO MULTILATERALISM IN EE 
TRADE WITH WEST. TRADE BETWEEN ROMANIA AND INDUSTRIALIZED WEST OVER 
PART YEAR HAS, HOWEVER, WITNESSED RESURGENCE OF BILATERAL BALANCING. 
ROMANIAN FOREIGN TRADE OFFICIALS, INCLUDING PATAN, HAVE OPENLY ACKNOW- 
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LEDGED EFFORT TO REDUCE HEAVY IMBALANCES. WE WONDER WHETHER CONSCIOUS 

AND LARGELY SUCCESSFUL EFFORT OF OTHER REGIONAL COUNTRIES TO REDUCE 
DEFICITS WITH FRG IN 1976 ISN'T INDICATIVE OF EE TENDENCY TO REVERT TO 

BILATERALISM AS BALANCE OF PAYMENTS COMES UNDER INCREASING 
PRESSURE. 

BARNES 
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